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- Foreword

enry David Thoreau in the mid-nineteenth
century admitted that “he could not live and
utter his life at the same time.” Steven Beaird
and William Hayes, 5], in their manuscript
Building an Endowment: What, Why and How have applied
unequalled erudition and current experience to their com-
position.

The writers’ treatise on endowment reveals the practi-
tioners’ vision of an endowment’s capacity to protect an
institution against the inevitable rough terrain of fiscal
vulnerability, the predictable result of student volume
fluctuation and market volatility. Their grasp of the tech-
nique required to execute the vision is praiseworthy; stem-
ming from combined years of research and empirical knowl-
edge, Mr. Beaird and Father Hayes have become experts.

With no benefit of ajourney to their own Walden Pond,
the writers have obviously reflected on years and depth of
experience in Catholic school settings where they have
accepted accountability to generate substantial resources
to carry out the schools’ mission. The spiritual missionand
the foundation of faith serve as an illuminating backdrop
to their manuscript, distinguishing this piece from others
in the philanthropic marketplace.

I urge school heads and advancement professionals to
see that Building an Endowment: What, Why and How lands
in the hands of board members of Catholic schools. Ideal as
preparatory reading for a board retreat or strategic plan-
ning session, the monograph can be useful to schoolsready
to launch an endowment or enhance an existing one.

Thenext era will showcase dramaticendowment growth
in Catholic schools. I am grateful to Steven Beaird and
William Hayes, S] who in their professional lives and
writing lead the way for generations.

Sister Mary E. Tracy, SNJM
Associate Executive Director
Secondary Schools Department
Q :
l: RIC NCEA | 9
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Introduction

atholic education has long prided itself on its
accessibility to people of varied ethnic and
economic backgrounds. Raising funds has
always been vital to enabling schools to live
the value of accessibility. The challenge ahead is to keep
Catholiceducation affordable. Tuition can only increaseby
limited amounts each year before schools price themselves
out of the marketplace. There are limitations on the ability
of fundraising to grow each year. There has to be an
additional way to provide support that keeps Catholic
education affordable.
A prudent long-term solution should include the fol-
lowing three components:
1. Realistic, affordable tuition
2. An effective annual giving program
3. An endowment

All three of these school-funding elements make up the
total revenue of a school and complement each other.
Affordable tuition and annual giving must work effi-
ciently before a school can begin promoting endowment.
Building an endowment is a commitment to a long-term
process that can become the financial key to a school’s
survival. Many schools are looking to endowment rev-
enue to provide anincreasing percentage of their operating
budget. In the United States, a current phenomenon pro-
vides a tremendous opportunity for Catholic schools to
build endowments to levels that will relieve financial
pressures facing many schools: the parents of the “Baby
Boom Generation” are about to pass on trillions of dollars
to their heirs. Without consideration of charitable estate
planning, or planned giving, many baby boomers will end
up paying hugeamounts of estate tax that could beavoided,
at least partially, with a planned gift. Charitable estate
planning offers income and estate tax reduction benefits to
donors and the opportunity to build endowments for
Catholic schools. Best of all, donors experience the joy of

Q ' 4
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Xii

giving, knowing that the gifts they make during their
lifetime will continue into perpetuity through the endow-
ment. Their gifts become “the gift that keeps on giving.”
This manuscript is intended to be a resource for both
Catholic elementary and secondary school administrators
including principals and presidents, board members, de-
velopment professionals and alumni/ae. It is also for
schools thinking of establishing an endowment as well as
those planning to build an existing endowment. No matter
what your experience with endowment, we hope you will
find in this resource practical ideas to help yourschool, and
ultimately, to keep Catholic education affordable. |
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Chapter I:

Cathohc

School

here are three primary sources of funding for

Catholic schools: tuition, fundraising and en-

dowment. Elementary schools are the exception.

Most Catholic elementary schools receive parish

subsidy inaddition to these three funding sources. Outside

of school administrators, it may be surprising how few

people understand the nature of funding Catholic schools.

Even more surprising ishow many alumni/ae and parents

think Catholic schools are subsidized by the government,

a local diocese or another source, and use this misconcep-

tion to justify their own lack of willingness to support the
schools that have benefited them or their children.

We in Catholic schools need to do a better job of telling
our story and helping our friends understand the realities
of funding Catholic schools. The funding story needs to
begin with a spiritual foundation for alumni/ae, parents
and other friends. The spiritual message is one of steward-
ship that points to our need to give. This message combined
with the temporal practicality that tuition alone will not
keep our schools in operation is a way for Catholic schools
to distinguish their funding story from the many thou-
sands of non-profits that simply focus on their needs. A
wonderful saying attributed to St. Ignatius applies here:
“Pray as if everything depends on God. Work as if every-
thing depends on you.” The spiritual and temporal are part
and parcel of each other.

Catholic schools are unique. They offer a value-based
education that has life-lasting benefit and they do that

12



differently than other school systems. How funding our
Catholic schools is considered should .be different too.
When it comes to communicating with school constituents -
about funding, we do them a disservice if we simply talk
about needs. Needs divide people. Needs force people to
make choices about what is most important. We all have
needs. Weneed to provide for our families; we need to pay
the monthly home mortgage, etc. But needs are secondary
to school vision and mission. The vision and mission of a
school are what unite hearts, and when hearts are united
around the school’s vision and mission, there is no short-
age of financial support!

The principle of stewardship is a helpful way to enable
school constituents to understand their need to give. It is
theologically consistent with the approach used by many
pastors when they talk with their parishioners about shar-
ing their blessings. The fundamental belief of stewardship
is that all life is a gift and God is the ultimate giver of life.
Each individual has been blessed with certain talents and
abilities. As receivers of the wonderful gifts associated
with life, we are simply stewards of these most precious
gifts for a period of time. Ultimately, we will be called to
give anaccountof our stewardship. Whatkind of reportdo
we want to give?

Stewardship encourages us to put our gifts at the service
of others. It is a way of expressing gratitude for the fact we
havebeenblessed. A way to express gratitude forblessings
is to share our time, talent and treasure with those who
touch our lives and are in need of our gifts.

Catholic schools provide an excellent education for
young people and help them develop their talents. Excel-
lent elementary and secondary school experiences lead to
success at higher levels of education and in other areas of
life. There are hundreds of thousands of Catholic school
educated peopleleading major corporations, running their
own businesses and serving in leadership roles in civic,
government and church affairs. Catholic education has
played a key role in their development. Can parents and
alumni/ae ever adequately thank Catholic schools for
what they have done?

The authors have had experience with alumni/ae who
ask, “When do I get to stop giving to Jesuit High School?”
Without hesitation the answer is: “When God stops giving

13



to you.” This response is not intended to be humorous or -
flippant. Alumni/ae need to be reminded they have been
blessed and that Catholic schools have played an impor-
tant role in their development and ultimate success in life.
Many people sacrificed to make their education possible.
In the past, it was the contributed service of the religious
whoran the schools and taught them and now, itis all those
like themselves, who contribute and participate in
fundraising activities.

Alumni/ae can respond to their call to share their bless-
ings and their need to give by giving back to their schools
—time, talentand treasure. Itis the responsibility of Catho-
lic school administrators to ask alumni/ae, parents and
other friends to share their gifts by participating in the
school’s vision and mission. An important part of any
school’s vision is keeping the school affordable. The pri-
mary way Catholic schools will do that is by building an
endowment.



Chapter 1I:

What is an

EFndowment?

he basic concept of an endowment is a perma-

nent fund that is restricted and the principal of

which is preserved. The funds are invested and

a determined percent of the portfolio is used for

the purposes restricted by the endowment gift or, if it is

unrestricted, by the intent of the school administration.

Thus, the endowment becomes the gift that lives forever

and helps schools maintain affordability by providing
revenue to subsidize the operating budget.

The endowment not only provides for the preservation
of the original principal, but because a portion of the
annual earnings is left in the endowment each year, it also
provides an effective hedge against inflation. Part of the
endowment may be restricted or designated for certain
purposes such as financial aid, academic program chairs,
and faculty development. Part of the endowment may be
unrestricted to serve where the need is greatest. Schools
find unrestricted gifts most helpful because they provide
maximum spending flexibility. Many donors are attracted
to the perpetual nature of making gifts to the endowment.
It is a way to create an everlasting legacy for donors and
their heirs. Another way to look at endowment is to see it
as a funding resource that enables schools to weather the
challenges of fluctuations in enrollment or sharp increases
in costs and even to fund unexpected expenses.



Chapter I111:
Why is it
Neecessary
for a School
to Have an
Endowment?

n the early years of Catholic education, all Catholic

schools had an endowment. It was not a financial

endowment, but a people endowment. The people

were the religious sisters, brothers and priests who
taught in the schools. They were an endowment because
they did not take full salaries. They only took what was
necessary to live on and, as a result, tuition was artificially
low. It was only when vocations to the priesthood and
religious life began to decline that tuition began to increase
annually by significant levels. Catholic schools had to hire
more lay teachers to take the place of religious men and
women who were no longer available. When teachers in
Catholic schools were primarily religious, no one ever
thought that would change. No one thought to build a
financial endowment to offset the increased costs of full
salaries by lay teachers. Catholic schools today would be
in much better financial position had they established
endowments even 35 years ago.

School administrators need to understand the impor-
tance of having a financial endowment to take the place of
yesterday’s people endowment. Schools must be proac-
tive in promoting endowment to parents, alumni/ae and

-~ 16



other friends who, over the years, benefited from the work
of religious who kept tuition so low because of their
personal commitment and financial sacrifices.

A successful school remains true to its mission. It is
driven by its mission in making decisions and setting
policies. In many cases, schools are financially strapped
because of the operational budget constraints and cannot
carry out their desires to fully achieve their mission. An
endowment enables the school to focus more fully on its
mission by reducing pressure on the operating budget and
providing for the school’s long-range financial vitality. An
example of this might be a school that is very interested in
promoting economic diversity but has no money in its
operational budget to give financial aid to students in
economic need. An endowment provides funds for that
need because it is outside of the operational budget.

It is important to keep in mind that the operational
budget is driven by tuition and annual giving. The endow-
ment, whichis a separate account, exists outside the opera-
tional budget. The endowment is continually growing
because the principal is never invaded. As it increases, the
endowment helps meet the needs the operational budget
could never meet unless tuition was increased dramati-
cally.

All Catholic school administrators would agree that in
order to be successful academically, spiritually, aestheti-
cally and physically, schools must be financially respon-
sible and fiscally stable. Catholic schools are driven by
tuition. In most Catholic high schools, tuition makes up 70
-85% of theoperating budget. Every Catholic school makes
an effort to keep tuition as affordable as possible, and the
difference between the tuition charged and the actual cost
of educating a student is made up through various forms
of fundraising.

Many Catholic schools conduct annual appeals and
fundraisers such as candy drives, magazine sales, auc-
tions, and dinners. These annual activities represent the
backbone of the school development program: annual
giving. A strong annual giving program will consist of an
annual appeal to alumni/ae, parents, board members,
corporationsand other friends aswell as fundraising events.
The events should be secondary in focus to the annual
appeal and persona‘]lsp}icitations which are the foundation



for major gifts, planned gifts and building an endowment.

The difficulty with relying solely on annual giving
programs, which are critical for all schools, is that these
funds are limited and must be renewed each year. That is
to say, schools can only raise so much from a candy sale or
an auction. These monies are spent annually and then the
process begins at square one again the next year. While
fundraising is limited, expenses of schools increase each
year, especially in the area of salaries. Also, the need for
new equipment and maintenance of facilities put more
pressure on increasing tuition, which hinders the goal of
keeping schools affordable.

An endowment provides lasting funds that continually
give the school money, which helps keep it affordable.
These funds can be used for needs such as financial aid,
endowed chairs for academic departments, maintaining
facilities or sustaining and improving academic programs.
Historically, universities and colleges have been working
onbuilding their endowments. Inrecent years, secondary
schools, and even more recently, elementary schools now
see the value and necessity of endowments to keep their
schools affordable.

St. Ignatius Loyola, founder of the Society of Jesus,
originally intended that Jesuit schools would be endowed.
His rationale was very simple. If the schools were en-
dowed, then those running the schools would not have to
be concerned about raising money or trying to keep the
doors open. They would be free to do what they are there
to do: teach, administer and carry on the work of the
apostolate. St. Ignatius’ 15th century rationale for endow-
ments is applicable to Catholic schools of this era. Ideally,
every principal, president, and other administrator would
prefernottobeinvolved or worried about trying to balance
budgets, provide salaries, and maintain facilities. Instead,
they would préfer to be involved with faculty, students,
teaching, advising, and administering. Catholic schools
prepare young men and women to become Christian lead-
ers who make a difference in our world. What Catholic
schools offer to society is of such great value that their
existence should never be in jeopardy. Endowments con-
tribute to the permanence of Catholic schools. The long-
term goal of an endowment is to give a school the level of
financial stability required to allow school administrators

18
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to do the primary work of education. If Catholic schools are
to continue the all-important work of education, they must
be affordable. In order to remain affordable, they must
have an endowment that continually increases each year.

Regis High School in New York City is an example of a
school that has successfully promoted and built up its
endowment. As a result of those efforts, it operates as a
tuition-free school. The Regis High School endowment
provides for approximately 50% of the operating costs and
the remainder is covered by on-going development and
fundraising activities.

19



Chapter I V

How to
Build an

Fndowment

uilding an endowment is not a “stand-alone”
endeavor. It is done with reflection, planning
and a clear understanding of how endowment
fits into the school’s vision and mission. The
larger the vision of the school, the larger the endowment
needs tobe. As the vision grows, the school should include
a component focusing on financial vitality, which means a
commitment to have a development program.

Part of the role of the development program is to articu-
late why schools need an endowment and to inspire do-
nors to support it today. Building a large endowment is
best done initially by making an institutional commitment
to staff a development program. The level of staffing
depends on the existing resources of the school and the
number of alumni/ae and parent prospects willing to give.

For schools withouta development staff, itis best tostart
with one person and slowly build up the staff as develop-
ment revenue grows. Development cost-to-income ratios
must be carefully analyzed by the administration and
development staff. A start-up program can expect tospend
30 - 50 cents for every dollar it raises. Mature development
programsshould spend 10-20 cents for every dollar raised.
Many secondary schools are staffing their development
programs following models used by colleges and univer-
sities. More and more elementary schools are hiring devel-
opment directors. This broader commitment to staffing a
development program is good for the future vitality of
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Catholic education.

Three essential ingredients shape a comprehensive de-
velopment program: annual giving, capital giving and
endowment giving. Before beginning work on establish-
ing an endowment, schools should have a successful an-
nual giving program in place. The annual giving program
should include special events and annual solicitation of
board members, parents, alumni/ae and other friends.
Annual giving is the foundation for building an endow-
ment. The activities of an annual giving program get
people involved with the school, build community and
provide a base of donors that can be renewed each year.
Over time, their gifts can be increased in volume and in
size. These donors have already demonstrated they have a
financial commitment to the school. It may be easy to show
them another avenue to support the school that does not
cost them anything out of pocket today. Many donors may
not even be aware of how easy it is to benefit the school.
This group should be the first and easiest group to ap-
proach for support of the endowment. This inner circle of
supporters should be approached for their opinions of
materials being developed to promote the endowment.
This is a good way to test the waters, and a way to jump-
start the endowment effort. This approach creates more
advocates for endowment because they will have shaped
how it is to be promoted. More than closing the gap
between tuition and actual cost, the long-term benefit of
annual giving is to create a base of donors for an endow-
ment. Donors who have a regular pattern of annual giving
are strong candidates to make gifts for endowment.

A second component of a school’s development pro-
gram should be capital giving. Schools should have some
kind of capital project to keep before their donors to
revitalize and expand facilities and provide for new equip-
ment. Capital projects are a depository for major gifts.
They tend to elevate people’s giving sights to levels that
would never be considered for annual gifts to operations.
Like regular annual giving donors, capital project donors
are strong candidates to make gifts to the endowment. If a
major pledge is spread over a period of time, such as three
to five years, it may be prudent to ask the donor to make a
will provision that covers any unpaid pledge in the event
of early demise. The ideal situation would be to have both
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annual and capital giving in place because together, they
provide a large base of donors, some of whom have made
very large gifts to the school. -

People who make regular annual gifts and /or major
capital gifts are making a statement of their strong belief in
the school’s mission and vision. They are ready to take the
next step in helping preserve the school’s long-term vital-
ity by contributing to the third critical dimension of a
school’s development program: endowment giving.

The effort tobuild an endowment should become part of
every school meeting so it is-not seen as a stand-alone
endeavor but an integral part of the school’s present and
future finances. This is very much a “seed planting” pro-
cess and has to be revisited often for people really to
become aware of the dramatic impact an endowment can
have on finances as well as the overall vitality of schools.

Before asking people to give to the endowment, it is
important to have a plan that answers the following ques-
tions:

—

Why does the school need an endowment?

2. How will the endowment be promoted on an on-
going basis? Do professional quality marketing
materials exist to promote the endowment?

3. Who will be responsible for asking people to give to
the endowment? Who will be responsible for keep-
ing records?

4. How can donors participate in giving to the endow-
ment?

5. What recognition will the school provide for do-

nors?

How has the donor benefited from the school?

7. Does the donor have a special area of interest in the

school to stimulate current cash or planned gifts?

o
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Chapter V:
Endowment

Promotion

ne of the principles St. Ignatius used in order

to raise funds for his schools was “Let Your

Light Shine.” People need to know the “good

news” about the school. How is it unique?
What examples of excellence distinguish it from other
schools? Those people responsible for asking people to
give to the endowment need to be good storytellers, both
in writing and in person.

Some ways to tell the story in print about the need for a
schoolendowmentincluderegular noticesin the principal’s
newsletter, alumni/ae magazine, annual report, and en-
dowment brochures. A color display presentation should
be prepared for personal visits to request sizeable cash gifts
and planned gifts. Ideally, the presentation should be
available on computer as well as in display binders. It
should consist of the following items:

® The school’s mission and vision statements

e Historical photos of the campus—yesterday and to-

day

* Distinguished accomplishments of faculty and stu-

dents/examples of excellence

* Financial goals for the endowment (i.e., how much

and by when)

¢ How the money will be used

* How donors can help meet the goals

* Recognition opportunities

The presentation should be supported with leave-be-
hind information including ways for donors to include the
school in their estate plans. Remember that people are
visual learners. The use of color photos and compelling

ry
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graphics and charts are integral parts of delivering the
message. The more schools can pull people emotionally
into the mission and vision of the school, the better the
chance of keeping them committed to the school by giving
to the endowment. (See Appendices: Sample 1— Personal
Solicitation Presentation Materials).



Chapter VI:

Who Should
Support the
EFndowment?

atholic school alumni/ae are the most viable,

on-going candidates for leading in the support

of schools. This will vary widely depending if

there isa development program or, if the school
has made regular efforts to stay in touch with alumni/ae
and help them stay connected. Board members and par-
ents also should be strong candidates to help build the
endowment.

Many alumni/ae are in upper-middle or upper-in-
come jobs. They hold, or are party to jobs as owners,
presidents and vice presidents of companies. They are
doctors, attorneys, CPAs. Alumni/ae who fit these job
titles are candidates to give $1,000 or more annually to
schools. Alumni/ae of Catholic schools should be excel-
lent candidates to help build endowments, especially those
alumni/ae who are between the ages of 40 and 65. They are
in their peak earning years and they have received, or may
soon receive, an inheritance from their parents’ estates.
They experienced Catholic education offered with the
contributed service of many outstanding religious priests,
brothers and sisters. Unfortunately, we in Catholic schools
have not helped alumni/ae to appreciate the full value of
what they did receive. We have not enabled them to truly
understand the actual cost of their education and the fact
that their education was heavily subsidized by the contrib-
uted service of religious, a contribution that has real hard
dollar value.

Consider the following graphs of tuition charged for a
Catholicelementary and secondary schoolduring the 1960s

f;
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and the actual cost of education factoring in the contrib-
uted service of religious and adjusted for inflation. (Note:
The actual cost per student figures were calculated by
looking at total school budgets for the periods shown and
then adding a lay person’s salary figure for each religious
faculty member in order to come up with a total operating
budget. The number of students was divided into the total
operating budget to get the actual cost per student each
year. This number was then reverse inflated using a four-
percent inflation factor to arrive at a true cost per student
figure). '

A Sample Catholic Elementary School
Tuition & Actual Cost Per Student 1962-69
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A Sample Catholic Secondary School
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The average per student cost for the sample elementary
and secondary schools was $287 and $842 respectively
during the time periods measured. The average tuition for
the two schools was $100 and $259 respectively. The
average annual difference between actual cost and tuition
was $187 for the sample elementary school and $583 for the
sample secondary school. These differences between costs
and tuition are comparable to most Catholic schools dur-
ing the 1960’s. If one applied the average annual cost
differential for the sample elementary school over an eight-
year period for grade schools and four-year period. for
secondary schools, the average subsidy each student re-
ceived was $1,208 during grade school and $2,332 during
the high school years. And these numbers do not take into
account the “family plan” tuition benefits most Catholic
families received for having multiple students in school at
the same time! The point is that Catholic school alumni/ae
owe their alma maters a huge debt of gratitude.

In the above examples, if the funds that represent the
difference between actual cost and tuition of a graduate's
education were placed in an endowment and averaged an
annual rate of return of 9%, an elementary school would
have $10,885 by the year 2000. A secondary school would
have $42,027. If alumni/ae of the 60s gave these amounts,
their schools would simply break even in being re-paid a
debt of gratitude, to say nothing of giving much more to
reflect a true spirit of gratitude and generosity. Many
people sacrificed for alumni/ae to attend Catholic schools.
Now itis their turn to make Catholiceducation possible for
others. If each alumnus/a contributed these amounts to
his/her alma mater, all Catholic schools would be in won-
derful financial shape.

For current parents of Catholic school students, there is
an issue of justice in providing for the total cost of their
child’seducation. Obviously, not every parent can contrib-
ute the difference between actual cost of education and
tuition. At least some parents in every school can pay the
total cost of their child’s education. Those who can, need to
be asked to pay the total cost of education as their part in
helping keep schools affordable. The point here is that
Catholic school administrators owe parents an explana-
tion about the school budget that shows the difference
between actual cost of education and tuition. Then, parents

(),
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need to be asked, “If tuition were total cost instead of the
current amount, would you need to ask for that difference
in financial aid?” If their answer to that question is “yes,”
then Catholic schools are here to provide that subsidy. For
those families that do not need the subsidy, ask them to
contribute the difference between actual cost and tuition.

While we have a responsibility to talk with students,
alumni/ae and parents about the proper use of money and
their need to share their time, talent and treasure, we need
to show all of them, especially alumni/ae and parents, the
actual cost of education and subsidy received. Alumni/ae
need to understand that many people sacrificed and gave
of themselves so they could have an excellent education.
Now, as successful alumni/ae, it is their turn to give back
to the Catholic schools that helped them in their develop-
ment and they should be encouraged to do so through
annual contributions to the school endowment and by
naming the school as a percentage beneficiary in their
estate plan.

Recently, a long-time donor to a Catholic school passed
away. In his will, he left 10% of his estate to the school.
Originally, he had it in mind to leave the school $500,000.
Later, he changed his provision to 10% of his estate to
protect his heirs from being bound to a specific bequest in
the event of unforeseen expenses. During that time, his
estate grew substantially thanks to investments in the
stock market. So, instead of receiving $500,000, the school
received 10% of his estate which amounted to $2,400,000!
Does your school encourage donors to make a provision in
their will as a percentage beneficiary? (See Appendices:
Sample 2 and 3-Will Request Provisions and Endowment
Fund Recognition Opportunities.)



Chapter VII:

Who Should
Ask for

Gifts to the
Endowment?

he key leadership in schools must be involved

personally in asking for gifts to the endowment.

They need to lead by example and make their

own gift first. After all, why should anyone give

if we are not willing to model the behavior we want others

to follow? All administrators, development staff, board

members and other influential volunteers should help lead

in building the endowment by making a proportionate

gift. The idea here is to give in relationship to one’s means

and assets. Giving a percentage of annual household in-

come and /or one’s estate are the best measures for deter-

mining a proportionate gift. Start with yourself and build
the support base from there.

In elementary schools without a development staff, the
responsibility of asking for gifts to the endowment will fall
onto the shoulders of the principal or pastor with support
from the school board. In secondary schools, the president,
developmentstaff,and board members should beinvolved
in asking for endowment gifts. The primary responsibility
for asking belongs with the president and development
staff. The development staff should not only be involved in
face-to-face solicitations, but coordinate the contacts of
others to eliminate duplication of contact, and avoid ask-
ing for the annual fund one-week and endowment the next

week.
'8
&
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Chapter VIII:

The Triple

Ask: Technique
for Soliciting

Annual, Capital,
Endowment Gifts

chooladministrators and development staff who

have spent any amount of time raising major

gifts know the biggest obstacle to raising major

gifts is getting the initial appointment. Unfortu-

nately, too many development staff and others charged

with asking are shy about picking up the phone to request

an appointment. A way to overcome this psychological

barrier is to realize you are doing donors a favor by

presenting them the opportunity to experience the joy of

giving. Once you develop this conviction, you are ready to

deal with the realities of scheduling appointments: people

do not return your phone calls; they are too busy to meet;

they have any number of excuses not to see you. So, when

the appointment is finally secured why spend that time on
making just one request? Use the Triple Ask.

It is important to keep two things in mind when sched-
uling face-to-face meetings. The first is timing. Timing
means knowing the donor’s time frame for giving. This can
be known by learning as much as you can about the donor,
i.e., what kind of month/year the donor has had, family
circumstances to be sensitive to, inheritance they have
received or are in line to receive. It is best to talk with
donors at times when they feel most well off. If this infor-
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mation cannot be obtained, it is still better to proceed with
a request than not to ask. The second point is that the best
responses to giving requests come from face-to-face meet-
ings.

The triple ask is actually three questions asked of a
donor to maximize giving potential to the school for an-
nual, capital and endowment needs. The primary target
audiences of the triple ask for schools are board members,
current parentsand alumni/ae who are currently giving or
are capable of giving $1,000 or more per year. They have
the strongest emotional investment in the school. Ideally,
these people already have some giving history to the
school.

The firstask is to request supportof theannual fund. For
parents, it makes sense to explain the difference between
actual cost and tuition charged and ask that they make up
the difference each year their son or daughter is in school.
For alumni/ae, ask them if they will help lead in support
of the school by giving $1,000 per year. It is best to suggest
a three-year pledge to keep the personal contact workload
evenly spread out from year to year.

Once the annual gift is secured, highlight the second
part of the triple ask, a request for a capital project or
current capital campaign support. Explain that the capital
project is a special need and it is being funded through
pledges payable over a 3 -5 year period. Depending on the
size of the project, capital requests may be focused on
individuals capable of giving major gifts of say, $10,000
and up, over the pledge period. The amount that defines
a major gift varies widely from school to school. A pledge
of $10,000 over three to five years is a common minimum
level for major gifts to capital campaigns. In some schools
it might be $1,000, $5,000, $50,000, $100,000 or more. In
most schools, it is a combination of several levels. The key
to defining major gift levels is to carefully analyze school
needs/campaign goals in relation to the number of major
gift prospects and their capacity to give.

Answers to the annual and capital requests are an
indication as to how the donor will respond to the third
part of the triple ask: endowment giving. The focus here is
to plant a seed with the donor for an endowment gift
through some kind of estate or planned gift, such as will
bequests, life insurance or a charitable remainder gift. An
explanation of the sg}fol’s vision forits future is an impor-
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tant part of this request. The request should be simply
stated, something on the order of “When the time is right
for you, will you consider including the school in your
estate plan?” If the donor agrees to take the suggested
action, it is likely to be done some months after the meeting
takes place before the estate provision is actually com-
pleted.

Itis highly unusual thata donor will provide answers to
all three parts of the triple ask during a face-to-face meet-
ing. Therefore, a good practiceis to follow the meeting with
a letter restating the three requests and the school’s under-
standing of the action the donor will take. Then, follow-up
with a phone call within two weeks, or an agreed upon
time frame, to learn of the donor’s decisions to the triple
ask.

Some schools are reluctant to ask their parents for
support during the first year of their child’s experience at
the school. By denying these parents the opportunity to be
givers, schools place undue pressure on their operating
budgets. Many schools shy away from the planned giving
part of the triple ask in meetings with donors. They are
fearful of offending donors talking about a gift that re-
minds them of death. Asking donors to consider planned
giving as part of the triple ask may not be appropriate in all
personal solicitations. However, in many cases with new
parents, alumni/ae, regular and major giftdonors, they are
quite open to the suggestion of providing for the school in
theirestate plan. Afterall,itisaway toendow the gifts they
make during their lifetime.

School administrators and development staff need to
keep the value of Catholic education and the giving capac-
ity of their constituents in mind. Catholic schools offer
something special, a value-based education whose worth
is proven. The track record of Catholic education is excel-
lent. Also, only a portion of the giving potential of alumni/
ae and parents sending their children to Catholic schools
has been realized. National studies on Catholic giving
consistently show that Catholics give at a rate approxi-
mately half of the national average and yet, Catholics have
among the top per capita annual household incomes by
religious group. All of this means there is tremendous
potential to dramatically increase development results for
all Catholic schools!

Ce
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Chapter IX:

Ways to
Grow the
Endowment

here are three primary ways to grow the en-
dowment.

1) Planned Giving

2) Cash and Gifts of Appropriate Stock

3) Capital Appreciation

With planned giving, ask alumni/ae, parents and other
friends to remember the school in their estate plan. This
would include a provision in their will, life insurance or
charitable remainder gift, such as charitable remainder
trusts, charitable gift annuities, or life estate gifts. Years
from now, the biggest portion of schools’ development
revenue will come from planned gifts. Schools that have
been actively promoting planned gifts are receiving multi-
million dollar gifts from donor estates.

Studies by the National Committee on Planned Giving
and many other groups show that trillions of dollars will
pass from one generation to the next during the next
decade alone! Why deny your school the opportunity to
share in this tremendous transfer of wealth? Help donors
learn one of life’s most important lessons, the joy of giving!
Also, many people are seeing problems associated with
leaving all of their wealth to their children and are passing
more of their assets to charities. Besides, can there be a
more important ministry worthy of support than Catholic
education?

Second, endowments can grow with cash and gifts of
appreciated stock. Endowment donations of cash and cash

0,
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equivalent gifts, such as stocks and real estate, should be
sought from large annual giving donors as well as donors
who complete capital giving pledges. Schools that actively
promote giving appreciated stock are experiencing signifi-
cant increases in the number of major gifts as well as their
overall development revenue. Ideally, cash and cash
equivalent gifts would be sought at the level of $1,000 per
year and higher.

The third way to grow the endowment is through
capital appreciation. The stock market expansion hasled to
unprecedented returns for endowment programs. Proper
investment of endowment assets can lead to significant
growth of the endowment. Maintaining a sound invest-
ment program for the endowment is part of the school’s
stewardship of its resources.

)
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Chapter X:
Recognition
Socicties

nce donors include the school in their estate

plan, it is essential to stay in touch with them

to maintain and enhance their gift. It is easy for

donors to change their estate plans and some
will do so if they feel the school nolonger cares about them.
The important point to keep in mind is once people make
aprovisionin their estate for the school, itisa sign they love
what the school does. And that means the school should
send more information to donors to keep them informed
and go see them at least annually. Don’t ignore them. They
are providing for the future of the school.

One way to maintain relationships with planned giving
donors is to establish a recognition society, such as “Heri-
tage Society,” or “Legacy Club,” for friends of the school
who make or pledge a planned gift. These donors should
be listed as such in the school's annual report. It is a way of
saying “thank you” to people during their lifetime for a gift
that usually comes at their death. And, it is a way to
encourage other people to make an estate provision for the
school by the fact that others are also taking this action.

Generally, it is advisable not to require donors to make
aminimum dollar level of planned gift in order to become
a member of the recognition society. If you stick to asking
for a percentage of the estate, you will not be disappointed
with the size of the gift the donor leaves behind. Focus on
getting many people to include the school in their estate
plans. Treatthem well. Stay in touch with them onaregular
basis. Over time, work with them to increase their initial
pledges.

If the school has sufficient staff support, an annual
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recognition event for planned giving donors helps rein-
force and strengthen the bond between donors and the
school. It might be a Mass followed by brunch and a tour
of the school. It could be an existing school activity that has
special thanks for recognition society members. Even
though there are some costs to hosting an annual event for
recognition society members, there are several advantages
to conducting such an activity. It allows them to see, feel
and touch the good work of the school. It helps remind
them why they are making an estate provision for the
school. It puts them in social contact with other friends of
the school. And, it may lead to increasing their gift the next
time they update their estate plan.

Some schools offer certificates of appreciation to their
recognitionsociety members and even have the certificates
framed for their donors. When people display these in their
offices, the certificates become a conversation item that can
create new planned giving prospects for the school. The
more people who are talking about planned giving for the
school, the larger the recognition society can become and,
ultimately, the larger the size of the school's endowment.

Other forms of recognition for planned giving as well as
cash donors include having a named fund within the
endowment. The named fund can be in a person’s honor:
a family member or even a favorite faculty member. En-
dowed fundshonoring longtime faculty membersare likely
to attract support from grateful alumni/ae. Also, named
funds can be used to focus donors on achieving higher gift
levels consistent with endowment goals for specific areas
of the school. Named funds usually have some restriction
placed by the donor and yet the purpose needs to be
consistent with school objectives.

Many schools require a certain level of a major gift
before they willallow a donortohaveanamed endowment
fund. It might be $10,000, $100,000 or more. Two sugges-
tions are to think big and to think long-term. You want to
establish giving levels that will allow the revenue from the
endowed fund to have some visible benefit to the school.
However, gift levels that are too high may discourage
many people from considering a named endowed fund.
The key to determining gift levels for named endowed
funds is the same for determining major gift levels for
capital campaigns: analyze the school's needs in relation to
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Chapter XI:
Tracking
Planned
Gifts

lanned gifts should be tracked much the same
way as annual and capital gifts are tracked.
They are entered into a computer database as a
pledge and payments are recorded as they are
made. The only difference is that planned gifts have a
much longer pledge period than a one-year period for an
annual gift or a three- to five-year pledge period for capital
gifts. Inessence, planned giftsshould be treated aspledges.
This requires finding out what kind of planned gift the
donor is making (will bequest, life insurance, charitable
remainder gift) and its estimated current value.

For schools that make all the effort to promote, cultivate
and ask for planned gifts, many schools have no idea wha'
value these gifts have. Once donors make a provision fo:
the school in their estate plan, ask them very diplomati-
cally to explain what that means. The authors have had
experience with people who said they made an estate
provision only to find out later there was no provision at
all. There is a sensitive way to ask planned giving donors
the estimated current value of their gift that respects the
delicate nature of the subject and the highly personal
matter of the value of one’s estate. Simply explain that the
school keeps a confidential file of planned giving donors.
Suggest that for those who are comfortable sharing the esti-
mated value of their estate gift, the school likes to include
that information as a pledge toward its endowment and,
this information helps the school plant seeds with other
donors to encourage them to make a planned gift. Assure
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donors the value of their gift will not be known to anyone
outside of appropriate school officials. Let donors know
their names will be listed in the recognition society page of
the school's annual report, unless of course, donors prefer
to be listed anonymously.

Some people are not comfortable sharing details of their
planned gift. Never press them on this matter. Itis far better
to keep cultivating the relationship and let the donor’s
comfortwith and confidence in school staff grow. Based on
experience, 70-90% of planned gift donors will let the
school know details of their provision when asked in a
respectful manner. Those who choose not to reveal this
information appreciate having their right to privacy re-
spected and may choose to share the information at an-
other time when their relationship with the school and
administrators strengthens.

Some schools ask planned giving donors for copies of
their will codicil or other planned giving agreement. This
is appropriate when it comes to life insurance policies
owned by the school, charitable remainder trusts and
charitable gift annuities, but not wills. Itis not easily done
and can be costly to the donor. Instead, provide the donor
with a planned giving society acknowledgment form and
ask him/her to sign it. (See Appendices: Sample 4—
Planned Giving Society Acknowledgment Form). Keep a
copy in the school’s permanent files as a way to substanti-
ate planned giving pledges and send copies to donors and
their legal counsel.

If you want to predict how much planned giving rev-
enue the school can expect each year, ask planned giving
donors to share their birth date and the estimated current
value of their planned gift. Most donors are comfortable
sharing their birth date and feel honored when asked for
this information. Sending a birthday card is another good
thing to do for planned giving donors to help cement their
planned gift to the school.

Armed withbirth dates and estimated values of planned
gifts, schools can use actuarial tables to project which gifts
will be realized when. This sounds morbid on the surface,
but the analyses and projections of the yield provide a
valuable budgeting tool for school administrators in plan-
ning budgets. Some schools go as far as incorporating this
information into their development revenue projections. It

o



would be too risky to match budgeted expenses with these
projections since increasingly people are outliving mortal-
ity tables.
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Chapter XII:

Role of the

volunteer planned giving committee made up

of estate planning professionals serves an im-

portant and meaningful purpose in developing

lanned gifts for the school, even in schools

with no development staff. Some uses of the planned

giving committee include designing promotional strategy

and materials; setting planned giving acceptance policies;

identifying planned giving prospects; conducting planned

giving seminars; reviewing and evaluating proposed

planned gifts, especially gifts of real estate; and, in some

cases, contacting planned giving prospects or assisting
school staff in contacting prospective donors.

There are several professional disciplines that should be
represented on the planned giving committee. These in-
clude a tax attorney with estate planning experience, a
certified public accountant, a real estate appraiser, a stock-
broker, and a life insurance professional. Ideally, these
members should have at least some knowledge of the
different kinds of planned giving arrangements. It is also
helpful to have some people outside these professions who
are members of the target audiences for planned gifts
(alumni/ae, parents, grandparents).
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Chapter XIII:

Planned

chools that want to be active in the promotion
and receipt of planned gifts need reporting and
gift acceptance policies, particularly for gifts of
real estate (See Appendices: Sample 5 and 6—
Standards for Reporting Planned Gifts and Gift Policies).
Any proposed gift of real estate offered to the school
should be treated as a red flag due to potential environ-
mental concerns. Even if the donor is a longtime, loyal
friend of the school, there may be a heating oil tank that
leaked oil onto the property and/or a neighbor’s property
which the school becomes liable for when it accepts own-
ership. Detailed policies and procedures for accepting gifts
of real estate need to be developed to protect the school
from the potential, yet remote, expense of cleaning up
environmental hazards. If the real estate (land) is healthy,
the eventual appreciation will enhance its value tremen-
dously. The members of the planned giving committee
could be extremely valuable in uncovering potential prob-
lems which may arise from real estate gifts.
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Chapter XIV:

Protecting
the
Endowment

hen a school has anendowment, itis critical
that the endowment be invested wisely.
Therefore, it is necessary for the school to
develop, with the approval and cooperation
of itsboard, endowment policies and guidelines for invest-
ing the principal and to determine the amount of earnings
that will be taken from the portfolio each year (See Appen-
dices: Sample 7 — Endowment Fund Investment Policy).
In order to properly maintain and increase the endow-
ment, a school needs an endowment advisory board. In
many, if not all Catholic elementary schools, the diocese
takes care of this and requires the endowment monies of
each school to be invested in a large diocesan pooled fund
with earnings going back to each school dependant upon
the amount of money it has in its endowment. This is a
good way to function because many of the elementary
schools have a small endowment, and it is much more
practical for the diocese to have one board which investsall
the money than to have each school with its own endow-
ment advisory board. This may takeaway autonomy of the
school’s endowment, but it solves many other problems.
For those schools that have their own endowment fund
and invest on their own, the endowment advisory board is
very important.

In many schools, the endowment advisory board is
accountable to the board of trustees. In effect, it functions
as acommittee of theboard. Its roleis toad viseand manage
the investment of endowment assets. The actual invest-
ment of endowment assets is usually done by a paid
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professional portfolio manager. The decision whether to
hire a portfolio manager or to have the endowment advi-
sory board invest endowment assets directly will depend
on thesize of the school endowment, the competency of the
endowment advisory board and the school’s trust in the
abilities of its board members. In most cases, the endow-
ment advisory board should be made up of individuals
who are money managers. The members’ expertise and
wisdom canbe used to help selecta money manager for the
portfolio, develop investment guidelines, including asset
allocation of stocks and bonds, and determine the amount
of earnings to be taken annually from the portfolio. -

A school should avoid taking all of the endowment
earnings in a given year. In effect, this cuts into the
principal of the endowment because it does not allow for
inflation. Secondly, it limits the principal from growing
and compounding over a period of years. A conservative
norm that could be used in deciding the amount of endow-
ment earnings for any given year would be to take three
percent of the portfolio for school needs with the under-
standing that whatever percent is left over, goes back into
the principal. Taking a lower percentage of the portfolio
each year for operating needs reduces the amount of
support to the school in the short-term. However, it has the
long-term benefit of providing a hedge against inflation,
allowing the principal to grow through reinvesting, thereby
providing much greater support to the school in the long
run. The important point here is that whatever determina-
tions are made, an endowment advisory board is impor-
tant for the proper maintenance of the endowment.

44



Summary

atholic schools have always strived to uphold

the value of making its value-based educa-

tional experiences accessible to students of all

economic backgrounds regardless of ability to
pay. While theleaders of Catholic schools want the schools
toremain accessible, the challenge ahead is keeping Catho-
lic education affordable. Tuition can only be increased so
much before schools price themselves out of the market-
place. Fundraising can only reap so much. There needs to
be a third source of revenue to keep tuition from rising
beyond the means of middle-income families. Building an
endowment is the answer that will sustain quality Catholic
education into perpetuity.
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Appendices

he information in these appendices is provided
courtesy of Jesuit High School, Portland, Or-
egon. It is intended solely to serve as a guide in
assisting Catholic schools to develop their own
endowment presentation materials, promotion, planned
giving and endowment policies.
The following samples are included:

1. Personal Solicitation Presentation Materials:
A. Mission Statement
B. The Crusade for Excellence
C. $50,000,000 Endowment
D. The Legacy Club
E. Legacy Club Member Benefits
F. To Join the Legacy Club
2. Will Bequest Provisions
3. Endowment Fund Recognition Opportunities
4. Planned Giving Society Acknowledgment Form
5. Standards for Reporting Planned Gifts
6. Gift Policies
A. Procedures for Gifts of Real Estateintoa Charit-
able Remainder Unitrust
B. Procedures for Gifts of Real Estate into a Chari-
table Gift Annuity
C. Gift Annuity Acceptance Policies
D. Checklist for Receipt of Charitable Gift Annu-
ities
7. Endowment Fund Investment Policy

Jesuit High School bears no responsibility for the adap-
tation of any materials included in this publication.
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Sample 1: Personal Solicitation
Presentation Materials

Jesuit High School is a Catholic, college preparatory
school in the Jesuit tradition. It serves students of all
religious faiths. Jesuit education fosters the harmonious
development of adolescents in all their gifts: ‘

* Spiritual

* Religious

* Intellectual

* Physical

* Emotional

* Aesthetic

Jesuithopes to accomplish this development by demon-
strating:

* A personal concern for the individual

* An articulate wisdom

* Enthusiasm

* Sense of community

Jesuit High School hopes to graduate leaders who are
committed to serve God and their fellow men and women

through a profound sense of justice founded in love.

Leaders who are “men and women for others.”



|
FOR EXCELIENCE |~ [he Crusade

* $50,000,000 in Cash and Pledges
— Designed so that the principal will remain in. the
endowment account.
— Part of the earnings go toward prioritized needs of
the operating budget, and the rest goes back into the
endowment.

* $5,000,000 for Needed Capital Projects
— Upgrade of facilities and land improvements

$50,000,000

Endowment

To keep Jesuit affordable by providing funds for:
Financial Aid to Students
* Faculty & Staff Benefits
—(Attraction and Retention)
* Academic Programs
* Preservation of Facilities
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The Legacy Club

The Legacy Club was established in 1987 to recognize
friends of Jesuit who include the school in their estate
plans. Members are invited to the annual President’s
Appreciation Evening and periodic estate planning semi-
nars.

Legacy Club gifts help build the Jesuitendowment. The
long-range goal is to build the endowment from its present
level of $7 million to $50 million. The endowment is used
to:

* Provide tuition assistance to students who otherwise
would not be able to attend Jesuit
Increase operating support for academic programs
Maintain quality facilities that are the setting for an
excellent learning environment
Provide increased benefits for faculty and staff

You may become a member of the Legacy Club in one of
several ways:

* Include a gift to Jesuit in your will, revocable trust or
other financial plan
Name Jesuit as the owner and/ or beneficiary of a life
insurance policy
Enter into a life income agreement or charitable trust
for the benefit of Jesuit
Make a gift of your residence, while retaining the
right to live in it for life

The legal wording for including Jesuit in your estate
plan is:
Jesuit High School, Portland, Oregon.

For more information on Jesuit’s Legacy Club,
please contact:

Mr. Steven Beaird
V.P. Development/P.R.
(503) 291-5415

Mr. Ken Bunn
Director Planned Giving
(503) 291-5477
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Legacy Club Member Benefits |

As a member of the Legacy Club the following lifetime
benefits are extended to you in appreciation of your sup-
port and dedication to Jesuit High School. The Legacy
Club currently has 170+ members.

* Legacy Members Mass & Brunch in October

* Aninvitation to attend the President’'s Appreciation
Evening in April

* Athletic pass to all home sporting events

Invitations to special focus seminars on estate and

gift planning '

Communications and timely updates from Jesuit

Printed recognition in Age Quod Agis annual report

(Will be omitted at your request for privacy)

One of the biggest benefits of including Jesuit in your
gifting /estate planning is knowing that you have helped
preserve this institution for future generations. Jesuit has
influenced many young people by challenging and chang-
ing forever the way they view their faith, education, and
their sense of community. These leaders have already
influenced the greater Portland community in a very posi-
tive way. We are excited to see what changes will take
place as more students graduate from Jesuit High School
and become leaders in our community.

The legal wording for including Jesuit in your estate
plan is:
Jesuit High School, Portland, Oregon.

For more information on Jesuit’s Legacy Club,
please contact:

Mr. Steven Beaird
V.P. Development/P.R.
(503) 291-5415

Mr. Ken Bunn
Director Planned Giving
(503) 291-5477
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FOR lEXC]EIL]L]ENCE

To Join the Legacy Club

* Include a gift in your estate plan to Jesuit High School
- Outright Gifts
- Beneficiary of Wills
- Beneficiary of Life Insurance
- Jesuit Ownership of Life Insurance
- Deferred Gifts
* Charitable Remainder Trusts
¢ Charitable Annuities
* Life Estate
- All of the above provide income tax and estate tax
relief, while providing a benefit for life.
* Document using checklist
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Sample 2: Will Bequest Provisions

The ABC’s of Your Will & Charitable
Bequests

Will Bequest Provisions
A. Simple Bequest:

...at my death Ileave $ or ___ % of my estate, to
Jesuit High School, Portland Oregon.

...atmydeath, and if my spouseisnotthenliving,Ileave
$ or __ % of my estate to Jesuit High School,
Portland Oregon.

...atmy death, and if my spouse is not then living, or if
(others) and (family) are not then living, I leave
$ or % of my estate, to Jesuit High School,
Portland Oregon. (Usually larger percentages).

. Complex Bequest:

Any combination of the “Simple Bequest” as outlined
above, but tied to when your estate has grown enough
to create a tax liability. Is it better to give to Jesuit than
to pay taxes to the government?

...atmy death, and if my residue estate is more than the
amount sheltered by my Unified Estate & Gift Tax
Credit, I then leave from this excess amount $ or
__ % of such excess to Jesuit High School, Portland
Oregon. (Usually larger percentages).

C. Combination Bequest:
Use any combination of “Simple & Complex” bequests.

Best of both Simple & Complex.

...at my death I leave $ or ___ % of my estate, to
Jesuit High School, Portland Oregon. If after making
this previously mentioned bequest, my residual estate
is more than the amount sheltered by my Unified Estate
& Gift Tax Credit, I then leave from such excess $
or ___ % to Jesuit High School, Portland Oregon. (Usu-
ally larger percentages).
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Sample 3: Endowment Fund Recognition
Opportunities

A gift of education lasts a lifetime. An endowment gift lasts
forever. Consider placing your name upon us as part of your
legacy of a lifetime.

Call Jesuit’s Planned Giving Department at 503-291-5477 for
more information.

ENDOWMENT PROGRAM _

Endowed funds are part of the Jesuit endowment and
may be named for individual donors, in honor of others, or
in memory of a deceased family member or a friend. Gifts
of cash, real estate, estate gifts, or life insurance create an
endowed fund that provides operating support for the
area you designate into perpetuity. The following en-
dowed fund naming opportunities are available:

Fully Endowed Academic Chairs ..........c......... $1,000,000

Endowed chairs have been established for Campus
Ministry, the Diversity Program and minority student
scholarships. Endowed chairs are still needed for the
following academic departments and programs:

*Christian Service

*Art

*(Clark Library

*Drama

*English

*Foreign Language

*History

¢Journalism

*Math

*Music

*Physical Education

*Religion

*Science

Ignatian Teachers Fund .........cccccovvivenecrninnnnnneee. $1,000,000
This fund helps make it possible for Jesuit to retain and
continue to attract excellent teachers by providing funds

for faculty continuing education and increased benefits for
faculty and staff.

N
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Athletic Chairs ......oooovvevieeieieieccieeeeeeeeeeeeeeee e, $500,000

Athletic chairs make it possible to fund new equipment
needs and help maintain Jesuit’s athletic fields.

*Baseball

*Basketball

*Cross Country

*Football

*Golf

*Skiing

*Soccer

*Softball

*Swimming

*Tennis

*Track

*Volleyball

Fully Endowed Funds for Financial Aid............... $300,000
These funds make it possible for one student to receive
full tuition assistance each year into perpetuity.

Partially Endowed Funds for:

Financial Aid .....cccccooviiiiniiciinncnee. $100,000 & $50,000
These funds make it possible for one student to receive

up to $3,000 in tuition assistance each year into perpetuity.

CAPITAL PROJECTS
These recognition opportunities are available for cash,
stock and real estate gifts paid over a three- to five-year

pledge period.

Athletic Stadium .......cceevvviiieiiiiiciceee e $1,000,000
Executive Office Wing ..........cccccovvmccenevcninnnnenen $500,000
Softball Field .........ccuovuiueieiieciceeiee e $250,000
Renovation of 26 class TOOMS .......c.cccoeeeeeeeecveeeeennnne. $30,000

(Each room)

N
Ty
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Sample 4: Planned Giving Society
Acknowledgement Form

JESUIT HIGH SCHOOL LEGACY CLUB Date: / /

Name
Address :
Phone Work
Donor's Birth Date / /
Spouse Name:
Spouse's Birth Date /[
Home:

Relationship to Jesuit
Q0 Board member:
Q Current parent
Q Grandparent
Q Alumnus Class of:
Q Past parent
Q Other friend

Legacy Club Provisions
Bequests  Q Single Gift Q Joint Gift
Q Pension QIRA  QOther:

Projected value of bequest/beneficiary $

Percent of estate willed to Jesuit Y%
Contingent amount/percent to Jesuit $ or %
Notes:

Life Insurance Q Single O Joint
O New policy face $

Q Jesuit owner ( Beneficiary $
Q Existing policy face $

Notes:
Q Primary only Q Cont. Q Disaster
$_ $ $

R
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Future Gifts ~ OSingle O Joint Gift
U4 Other:

Q Charitable Remainder Trusts Date:
Term of trust: Q Life O Years
O Unitrust QO Annuity trust

Initial value $__ Earnings interest rate Yo
Pay out rate Y%

Notes:

U Charitable Lead Trust Date:

Interest rate ___ %
Income to Jesuit $
Term of trust: Q Life Q Years
Notes:

Q Gift of Property Date:
Notes:

Inspectiondate: By:
Accepted date:____/___/

Recognition:

Named fund if over $50,000
Attorney:

Life Ins. Agent:
CPA:

Print in Annual Report Y/N

Acknowledgement

Signature Date

Contacted by:

Jesuit High School

c
(R
o
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Sample 5: Standards for Reporting
Planned Gifts

JESUIT HIGH SCHOOL
The following standards are used by Jesuit High School
in the recording of various types of planned gifts and are
included in the school’s gift income reports.

Testamentary Pledge Commitments or Will Bequests

Jesuit counts testamentary pledges in its reports as long

as the pledge meets the following three requirements.

1. The commitment must have a specified amount or
percentage of the estate stated in the will based on a
credible estimate of the future value of the estate at
the time the commitment is made.

2. Jesuit must receive verification of the commitment in
one of the following forms:

A. A letter from the donor or the donor’s attorney
affirming the commitment.

B. A Legacy Club Acknowledgment Form signed
and dated by the donor.

3. Theamountspecified or estimated isreported atboth
the discounted present value and at face value. The
premise underlying the discounting of gifts of a
future interest is the present value of a future interest
is less than the fair market value of the assets at the
time the gift commitment is made.

Life Insurance
Jesuit includes gifts of life insurance in its reports when
Jesuit is named the owner and irrevocable beneficiary of
the policies.
1. Paid-up life insurance policies are counted at both
the face value and the discounted present value.
2. Existingpolicies thatarenot fully paid-up are counted
at the value and existing cash value.
3. New policies are counted at the cash surrender value
of premiums over the time period of the campaign.
4. Realized death benefits are counted provided no gift
amount was previously counted.

Charitable Remainder Trusts
Giftsmadetoestablish charitable remainder trusts where
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the remainder is not subject to change or revocation are
counted both at the discounted present value of the re-
mainder interest allowable as a deduction by the Internal
Revenue Code and at face value.

Charitable Gift Annuities

Gift annuities are counted in two ways: face amount
transferred and the amount allowable as a deduction un-
der the Internal Revenue Code.

Marketable Securities

Jesuit counts marketable securities at the average of the
high and low quoted selling prices on the date the donor
transfers assets to Jesuit High School. If the security was
not traded on the date of transfer, Jesuit will use the high
and low selling price on the date of sale. Brokerage fees or
other expenses associated with the transaction do not
affect the value reported.

Closely Held Stock

Gifts of closely held stock exceeding $10,000 in value are
reported at the fair market value placed on them by a
qualified independent appraiser as required by the IRS for
valuing gifts of stock that are not publicly traded.

Real and Personal Property

Gifts of real and personal property that qualify as a
charitable deduction are counted at the full fair market
value. A qualified independent appraiser will be used to

determine value of real and personal property in excess of
$5,000.

Remainder Interest in a Residence or Farm

A gift of a remainder interest in a personal residence or
farm is reported at the remainder value recognized as an
allowable deduction by the IRS and the face value.

Charitable Lead Trusts

For lead trusts whose terms extended five years or less,
the face value is reported. For charitable lead trusts longer
than five years, Jesuit counts amounts beyond the first five
years at the remaining face value of the income stream and
atdiscounted present value of the remaining income stream.
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Sample 6: Gift Policies

JESUIT HIGH SCHOOL GIFT POLICIES

A. Gifts of Real Estate

Real estate gifts may include personal residences, rental
properties, office buildings, land, leasehold interests
and other structures. Such gifts may be outright gifts,
bargain sales, installment sales, or part of a charitable
life-income plan with Jesuit High School. Real estate
can be highly illiquid, costly to maintain until liquida-
tion, and have pre-existing conditions attached to it.
Accordingly, Jesuit development staff with guidance
from the planned giving committee will carefully scru-
tinize any proposed real estate gift before recommend-
ing acceptance to the board of trustees. Information
gathered on each property shall be provided to the
planned giving committee and executive committee of
the board of trustees.

1. Authority for Real Estate Transactions

a. The board of trustees
The board of trustees has responsibility for over-
seeing all facets of Jesuit’s real property activities.
When a planned giving agreement involves real
property, the planned giving committee will re-
view the gift scenario and advise the board of
trustees which will make a decision for accep-
tance or rejection. The board may delegate its
decision-making responsibility to the executive
committee in order to expedite decisions on po-
tential gifts. '

b. Negotiation, Acceptance, Sale and Disposal of
Real Estate
Authorized representatives and development
staff are responsible for the solicitation and nego-
tiation of real property gifts and /or bargain sales
to Jesuit. They may accept gifts of real property
on behalf of Jesuit subject to the approval of the
board of trustees. Authorized representatives and
development staff are responsible for the sale or
disposal of property on behalf of Jesuit as autho-
rized by the board of trustees.
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2. Preliminary information

The initial screening of real property being consid-
ered for acceptance as-a gift by Jesuit is generally
performed in the context of a staff member’s meeting
with the donor. Donors are often sensitive about
releasing information. Diplomacy and judgment
must be used in deciding how much information
should be requested and when.

A Property Gift Information Worksheet will be
prepared on every piece of property which will
provide the basis for the evaluation of the property
by development staff. Some of the information re-
quired may be available from the title report or other
public sources. Other information may be obtained
only through a site visit. The level of information
required to make a decision to accept a gift will vary
depending on the nature of the property. Undevel-
oped and agricultural properties usually require less
information than residential and light commercial
properties. Manufacturing and industrial properties
will almost always require the most information
before a recommendation may be made.

3. Site Examination
Before any property can be accepted by Jesuit, the
site must be thoroughly inspected by a Jesuit devel-
opment staff person or a delegated representative
using the Property Gift Information Worksheet. The
primary purpose of the site inspection is to deter-
mine if thereare any obvious unacceptable financial,
legal, environmental, marketing or public relations
risks associated with acceptance of the property.
In some cases, further evaluation will be necessary
before approval is recommended. Such cases would
include any situation where there are questions about
marketability, public relations risks, environmental
hazards, or financial liabilities. These factors are of
particular concern: hazardous waste problems, prop-
erty value at less than $10,000, and an existing mort-
gage in excess of 30% of property value.
a. Environmental Issues
Hazardous waste and other environmental is-
sues can present serious problems to the owner of
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a property. A donor is under no legal obligation
to inform Jesuit about any problems associated
with a gift of land. Although information on the
environmental condition of property is always
sought from the donor, an owner may choose not
to respond to this request or may be unaware of
any problems. It is the responsibility of Jesuit to
determine the liabilities associated with the ac-
ceptance of any gift.
If the site inspection suggests there is significant
potential for environmental risk, an outside tech-
nical consultant should be engaged to prepare an
Environmental Assessment Report. As there are
significantlegal issues that arise if contamination
or other environmental problems are discovered,
including reporting and clean-up requirements,
the donor must consent to the investigation and
acknowledge any reporting obligation that may
arise.
Environmental assessments may be costly. Jesuit
should have a clear understanding with the do-
nor regarding responsibility for the expense of
the assessment and any actions necessitated by
the assessment’s findings.

b. Indebtedness
Accepting and holding properties subject to a
mortgage is likely to involve Jesuit in unrelated
business activity, thereby raising the issue of
unrelated business income tax liability. Jesuit
will consider a bargain purchase of mortgaged
properties on a case by case basis.

. Marketability and Carrying Costs

The marketability of a property must be considered
before a giftis accepted. Discussions with local plan-
ners, realtors and others will help in determining the
property’s marketability. The cost to hold the prop-
erty for sale is important in deciding whether or not
to accepta gift. Carrying costs may include property
taxes, mortgage payments, maintenance, insurance,
and association or membership fees. Although most
properties will be sold within six months of accep-
tance, an assumed holding period of 18-24 months is
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recommended asaconservative approachin analyz- -
ing the gift.

. Written Proposal to the Donor

A written proposal should be delivered to the donor

as soon as possible after the site evaluation and

document review. This proposal should include:

* Assumptions about the donor and the property

upon which the proposal is based

Purpose or project that will benefit from the gift

Review of the estimated tax consequences and

benefits of the gift

Need for independent appraisal and reference to

IRS reporting requirements

* Recommendation that the donor review the pro-
posal with his or her legal and tax counsel

* Explanation that the acceptance of the gift requires
positiveactionby theJesuitboard of trustees upon
recommendation by the planned giving commit-
tee

. Disposition of Property

Thebasic policy of Jesuitis to sell all gifts of property
as soon as advantageous. Managing real property
over extended periods can be expensive and will be
the exception and not the usual practice. Authorized
representatives and staff of the Development Office
are responsible for the sale or disposal of property on
behalf of Jesuit as authorized by the board of trust-
ees.

The donor may assist in locating a buyer for the
property, but under no circumstances should the
donor have established a marketing or sales agree-
ment with any agent or principal, nor should the
buyer have a signed sales agreement on the prop-
erty. To do so would bind Jesuit’s hands and jeopar-
dize the donor’s tax deduction.

Jesuit will seek to obtain the best possible price to
meet its fiduciary responsibility to Jesuit and the
donor. Inmost cases, Jesuit will receive a copy of the
donor’s appraisal utilized to establish the fair mar-
ket value of the contributed property. This appraisal
will aid the establishment of a market price for the

property.



Jesuit will transfer property under a special war-
ranty deed, bargain and sale deed, or quitclaim
deed. Only upon approval by the planned giving
committee will property be transferred under a gen-
eral warranty deed.

7. Expenses and Proceeds

All direct expenses related to outright gifts of real
estate will be charged to the project, and the net
proceeds will benefit the gift purpose. Prior to the
disposition of the property, direct expenses will be
funded through Jesuit unrestricted funds.
Once the property has been given to Jesuit, or placed
in a trust, but prior to a sale, taxes, insurance, and
maintenance fees are expected to be paid out of the
income earned by the real estate, or the donormay be
asked to make a donation to Jesuit to cover such
costs. The net income/expense to the donor of this
action (should it be necessary) is exactly the same as
if he/she had retained ownership, but in addition
the donor receives an immediate income tax deduc-
tion due to this gift. Where unusual carrying costs
are anticipated, the donor of the property may be
asked to cover these expenses.

8. Insurance

Jesuit High School will maintain liability insurance
for properties on a case by case basis. All buildings
of substantial value must be covered by a fire insur-
ance policy. Existing fire insurance policies should
be assigned to Jesuit High School as the new owner
where possible. In cases where this cannot be done,
Jesuit will secure individual fire insurance policies.
Property damage coverage for developed property
new to the Jesuit portfolio, if not assigned by the
donor, willbearranged by Jesuit. Informationneeded
is specified on the Property Gift Information
Worksheet. On a case by case basis, Jesuit may elect
to self-insure in those instances in which the costs of
obtaining insurance is prohibitive. Funds for repair-
ing structural damage would be guaranteed by Je-
suit if this option is chosen.
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B. Bargain Sale Agreements

A bargain sale is a sale of property for less than its fair
market value. Whenabargainsaleismadetoa qualified
charitable organization, the excess of the fair market
value of the property over the sales price becomes a
charitable contribution to the organization. Almost
anything can be sold er exchanged in a bargain sale. A
bargain sale may be utilized when the donor wants to
maximize his/her charitable deduction, but needs some
funds or an installment income stream from the sale. It
is also one way to enable a gift of encumbered property
to proceed. If the property or item is desired by the
organization, a bargain sale is one means to acquire the
property that may be advantageous for the donor and
the organization. Unless specifically recommended by
the planned giving committee, the bargain sale price
paid for the property may not exceed 50% of its ap-
praised value.

Concerns of liquidity, marketability, holding costs, en-
vironmental contamination, and liability must be con-
sidered before entering into any bargain sale agree-
ment. The bargain sale also requires identification of
Jesuit funds prior to entering into any bargain sale
agreement to provide for the outlay of cash or income
stream that the purchase agreement may require.

C. Intangible Gifts, including Notes, Mortgages, Con-
tracts
Assets described as intangible personai property in-
clude promissory notes, contracts, copyrights, patents,
royalty agreements, and mortgages. Complex tax and
non-tax considerations are involved with these types of
gifts. Special care must be exercised to insure that the
donor is aware of the tax implications of such a gift.
Gifts of notes and contracts will be carefully reviewed to
ensure that the paper is collectible, properly collateral-
ized, and that Jesuit is provided with accurate informa-
tion from the donorand/or his/her representative. The
payment history associated with the note or contract is
animportant factor in this analysis. Concerns regarding
liquidity, marketability, holding costs, and liability must
be considered before accepting any tangible property
gift.
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D. Tangible Personal Property Gifts

Potential contributions includeart collections, antiques,
jewelry, timber, airplanes, automobiles, medical equip-
ment, boats, etc. As there is a wide variety of miscella-
neous personal property which can be gifted, each asset
will be reviewed as to its appropriateness for accep-
tance by Jesuit.

. Donor Recognition Letter

A thank-you letter will be sent to the donor as soon as
possible after receipt of the gift. The letter acknowl-
edges receipt of the donation as of the date the title was
transferred to Jesuit.

. Disposition

Jesuit’s policy is to sell all gifts of property as soon as
advantageous. Managing real property over extended
periods can be expensive and will be the exception, not
the usual practice. The donor may assist in locating a
buyer for the property, but under no circumstances
should the donor have established a marketing or sales
agreement with any agent or principal, nor should the
buyer have a signed sales agreement on the property.
To do so would bind Jesuit and jeopardize the donor’s
tax deduction. The remainder beneficiary of charitable
life income gifts is the Jesuit High School endowment
unless otherwise specified by the donor.



JESUIT HIGH SCHOOL
PROCEDURES FOR GIFTS OF REAL ESTATE
INTO A CHARITABLE REMAINDER UNITRUST

Real estate may be a very advantageous vehicle to fund
a charitable life-income gift plan. However, real estate can
be highly illiquid, costly to maintain until liquidation, and
have pre-existing conditions attached to it. Accordingly,
any real estate will be carefully scrutinized before accep-
tance by Jesuit High School. The board of trustees serves as
the gift acceptance body and makes the final dec1s1on
regarding all property transactions.

Introductory Information
There are three possible variations of charitable unitrusts:

1. Standard (regular) unitrust
The trustee pays the beneficiary an income each
year based on a fixed percentage, not less than 5%,
of the net fair market value of the trust assets, as
determined each year. The trustee looks first to
ordinary taxable income of the trust, current or past,
for the required payment. If ordinary income is not
sufficient, capital gain income is utilized. The third
tier is other income (tax exempt). The final source is
use (invasion) of the trust principal if needed. The
trust assets are invested for total return, thus allow-
ing a great deal of investment flexibility for the
trustee.

2. Net income unitrust without make-up
Trust payments are limited to the net investment
income—what the trust has earned in the current
year. If the annual income is less than the payout
percentage amount, the donor receives the amount
earned by the trust assets - whatever it may be. If the
trust earns more than what was agreed to be paid,
the excess earnings are added to the principal and
increase the earning potential of the trust for the
next year. The principal will never be used to make
the payments. Because invasion of principal is not
permitted with a net income unitrust, trust assets
must be invested with a focus on income rather than
total return.

3. Net income unitrust with make-up
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Trust payments are limited to the net-investment
income of the trust. Sometimes the trust may not be
able to earn enough to pay the stated amount of the
trust agreement, creating a deficit in earnings. But
with this type of unitrust, the trust makes up for
those past deficiencies and pays additional income
when earnings are in excess of the required income.
The type of unitrust selected will depend on the
donor’s needs, financial objectives, and charitable
goals, as well as the nature of the asset utilized to
establish the trust. Trusts funded with real estate,
closely held stock, and other illiquid assets present
special challenges. Because a standard unitrust
must make an immediate payout to the income
beneficiary, certain requirements mustbe met when
realestate orilliquid assets areinvolved. Otherwise,
a net income unitrust will be utilized. A net income
unitrust requires payment of the ordinary income
earned by trust assets up to the percent payout
chosen by the donor.

A net income unitrust funded with real estate will
not make payments to the income beneficiaries until
the real estateis sold (unless there are existing rental
or lease agreements in place). Rental income will
provide additional flexibility in the design of the
trust. Although marketing and sales expenses will
be subtracted from the proceeds of the property
sale, the asset value used to calculate the first year’s
payout and the donor’s deduction will be based on
the gross fair market value. Future years’ payouts
will be a percentage of the trust assets valued at the
beginning of each calendar year.

The payout rate must be at least 5% and should be
low enough to provide for growth of capital. The
payout rate is arrived at by agreement between
Jesuit and the donor. The payout rate must consider
current market conditions and expectations at the
time the trust is established.

Debt Encumbered Property and Charitable Trusts

A charitableremainder trustwill bedisqualified if funded
by property subject to a mortgage. Property transferred to
atrustmustbe free and clear of all debt. Recommendations
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will be provided depending on the circumstances of the
donor related to the property in question. Some potential
options include: 1) paying off the debt with other donor
resources; 2) transferring the debt/mortgage to another
asset of the donor; and 3) undivided interest in the prop-
erty to Jesuit for the amount of the mortgage. Then Jesuit
will be repaid from the sale of the property. A tax on the
capital gains associated with the property may be due on
the portion (%) sold.

The following procedures outline steps normally taken
with property funding a charitable remainder unitrust.
There may be variations in these steps with particular
properties because of the unique nature of real estate
proposals.

1. Property Gift Information Sheet
Jesuit development staff will gather information on
the property to assemble a profile of the property.

2. Preliminary Title Report
Development staff will procure a preliminary title
report to ascertain the status of the title and deter-
mine ownership.

3. Site Examination
Each potential property gift must be inspected by a
development staff person or a designated represen-
tative. The purpose of the site inspection is to deter-
mine if there are any obvious, unacceptable finan-
cial, legal, marketing, or public relations risks asso-
ciated with acceptance of the property. A site in-
spection will also enable Jesuit staff to gain an
appreciation of the qualities associated with the

property.

4. Proposal to the Donor
A written proposal will be presented to the donor
outlining assumptions about the donor and the
property, how the property will be transferred to
Jesuit, review of tax consequences/benefits of the
gift,and recommendation that the donor review the
proposal with his/her legal and financial advisors.

6§
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5. Acceptance by the board of trustees
The board of trustees serves as the gift acceptance
body and make decisions regarding all property
transactions. Such factors as marketability, carrying
costs, and benefit to Jesuit will need to be consid-
ered.

6. Appraisal

Property gifts require an independent appraisal
and reporting of such gifts to the IRS on Form 8283.
The donor has the responsibility of establishing the
value of the gift with the IRS for tax purposes. For
property valued at more than $5,000, the IRS re-
quires a qualified appraisal. Jesuit can provide the
donor with a choice of qualified appraisers. It is,
however, the responsibility of the donor to see that
an appraisal is completed and to pay for this ap-
praisal. The IRS prohibits the recipient of gifts to be
involved in their valuation. The fair market value
analysis determined by the appraisal will deter-
mine the initial value of the trust.

7. Document Preparation

Development staff/counsel will prepare the neces-
sary documents for review to transfer the property
such as a deed of transfer, title insurance, life estate
agreement, etc. The trust documents and the cost of
preparation are normally pre-paid by the donor’s
legal counsel and borne by the donor because of the
legal nature of such documents and the necessity of
protecting the interests of the donor.

8. Donor Recognition Letter
As soon as possible after the receipt of the gift, a
thank-you letter is sent to the donor. The letter
acknowledges receipt of the donation as of the date
the title was transferred to Jesuit.

9. Disposition
Thebasic policy of Jesuit isto sell all gifts of property
as soon as advantageous. Managing real property
.over extended periods can be expensive and will be
the exception and not the usual practice. The donor
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may assist in locating a buyer for the property, but
under no circumstances should the donor have
established a marketing or sales agreement with
any agent or principal, nor should the buyer have a
signed sales agreement on the property. To do so
wouldbind Jesuit’s handsand jeopardize the donor’s
tax deduction.

10. Expenses and Proceeds

All direct expenses will be charged to the project.
Once the property is given to the trust, but prior to
a sale, taxes and maintenance fees must be paid out
of the income earned by the real estate, or the donor
may be asked to make a donation to Jesuit to cover
such cost. Thenetincome to the donor of this action
(should it be hecessary) is exactly the same as if he /
she had retained ownership but in addition they
receive an immediate income tax deduction due to
their gift. The remainder beneficiary of charitable
life-income gifts is the Jesuit High School Endow-
ment Fund, unless otherwise specified by the do-
nor.
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JESUIT HIGH SCHOOL
PROCEDURES FOR GIFTS OF REAL ESTATE
INTO A CHARITABLE GIFT ANNUITY

Real estate may be a very advantageous vehicle to fund
a charitable life-income gift plan. However, real estate can
be highly liquid, costly to maintain until liquidation and
have pre-existing conditions attached to it. Accordingly,
any real estate will be carefully scrutinized before accep-
tance. The board of trustees serves as the gift acceptance
body and makes the final decision regarding all property
transactions.

Introductory Information

There are times when a charitable gift annuity is the
most appropriate vehicle for making a gift of real estate,
though it is not the usual vehicle for such gifts. A gift
annuity involves an irrevocable gift to a charitable organi-
zation inexchange for a fixed annuity for the lifetime of one
or two beneficiaries. A gift annuity is a contract between
the donor and the charity that is dependent on the entire
assets of the organization for fulfillment. Jesuit High School
annuity agreements are approved by the Oregon Depart-
ment of Insurance.

The minimum for gift annuities established with real
estate is $50,000. Annuity payout rates depend on the age
and number of beneficiaries. The board of trustees follows
the recommended rates of the American Council on Gift
Annuities. The minimum cash amount required to estab-
lish a gift annuity is $5,000. There are times when a
different rate may be appropriate. The donor may desire a
lesser payout rate or may have special needs.

The very nature of real estate may call for a lower rate or
adjustment to the property value. Residential property
may incur a 7-10% cost of disposal, and non-residential or
undeveloped property may incur a 10-13% cost of dis-
posal. Costs related to the transfer and sale of the property
include commissions, title insurance, transfer fees, etc.
This lowers the dollar value available to secure the annuity
by Jesuit.

To offset these costs, the planned giving committee may
recommend a reduction in the value of the property or a
lower annuity rate when real estate is used to establish a
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charitable gift annuity. A gift annuity provides a fixed -
payment that never varies and continues for the lifetime of
the beneficiaries identified in the annuity agreement. De-
pending on the asset utilized to establish the gift annuity,
the annuity payment may be reported as a tax-free return
of principal, taxable income, or long-term capital gain.

Capital gains and the corresponding capital gains tax
are not avoided with a gift annuity. The amount of report-
able capital gains is reduced because of the charitable gift
nature of the annuity. The remaining amount of reportable
gain is spread over the life of the beneficiary, and is taken
from amounts that would otherwise be considered tax-free
return of principal. For example: a donor with a 10 year life
expectancy willreport 1/10 of the reportable gain reported
each year. For some donorsitis advantageous toreport the
gain this way, since their income tax rate may be higher
than the capital gains tax rate.

A gift annuity agreement obligates Jesuit to make pay-
ments to the donor as scheduled in the annuity agreement,
sometimes even before the property has sold or generated
income. In order to enter into a gift annuity established
with real estate, Jesuit may need to reallocate other income
producing resources within its assets that will provide
cash payments to the donor. This is a special commitment
on the part of Jesuit. Not all charities have the capability or
the resources to do this.

Issue of Self-dealing and Other Gift Restrictions

Unlike a charitable remainder trust, the gift annuity is
not subject to the self-dealing regulations, since it is a
contract between the donor and the institution. When real
estate is involved, there are times when the gift annuity
offers advantages because of this. Property being consid-
ered to fund a gift annuity must be free and clear of all debt.
When mortgaged property is utilized to establish a gift
annuity, the charitable organization will incur unrelated
business income tax related to the gift annuity. The organi-
zation will be taxed at corporate rates on the net profit from
the sale of the gift property.

Some potential options for dealing with debt encum-
bered property include: 1) paying off the debt with other
donor resources; 2) transferring debt/mortgage to another
asset of the donor; and 3) using undivided interest in the

2
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property to Jesuit for the amount of the mortgage. Jesuit
will be repaid from the sale of the property. A tax on the
capital gains associated with the property may be due on
the portion (%) sold.

The Real Estate Process

The following procedures outline steps normally taken
with property funding a charitable gift annuity. There may
be variations in these steps with particular properties due
to the unique nature of real estate proposals.

1. Property Gift Information Worksheet
Jesuit Development staff will gather information on
the property to assemble a profile of the property.

2. Preliminary Title Report
Jesuit will procure a preliminary title report to ascer-
tain the status of the title and determine ownership.

3. Site Examination
Each potential property gift must be inspected by a
Jesuit development staff person or a designated
representative. The purpose of the site inspection is
to determine if there are any obvious, unacceptable
financial, legal, marketing or public relations risks
associated with acceptance of the property. A site
inspection will also enable Jesuit staff to gain an
appreciation of the qualities associated with the

property.

4. Proposal to the Donor
A written proposal will be presented to the donor
outlining assumptions about the donor and the prop-
erty, how the property will be transferred to Jesuit,
review of tax consequences /benefits of the gift, and
recommendation that the donor review the proposal
with his/her legal and financial advisors.

5. Acceptance by the board of trustees
The board of trustees serves as the gift acceptance
body regarding all property transactions. Such fac-
tors as marketability, carrying costs, and benefit to
Jesuit may be considered.
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6. Appraisal
Property gifts require an independent appraisal and
reporting of such gifts to the IRS on Form 88283. The
donorhas the responsibility of establishing the value
of the gift with the IRS for tax purposes. For property
valued at more than $5,000 the IRS requires a quali-
fied appraisal. Jesuit can provide the donor with a
choice of qualified appraisers. It is, however, the
responsibility of the donor to see that an appraisal is
completed and to pay for this appraisal. The IRS
prohibits the recipient of gifts to be involved in their
valuation. The fair market value analysis determined
by the appraisal may be utilized in determining the
annuity amount.

7. Document Preparation
Jesuit will prepare a charitable gift annuity agree-
ment utilizing the standard foundation forms ap-
proved by the Oregon Department of Insurance.
Other necessary documents will be needed to trans-
fer the property and will be prepared as appropriate
(deed of transfer, title insurance, etc.).
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JESUIT HIGH SCHOOL
GIFT ANNUITY ACCEPTANCE POLICIES

Prepared by the plannéd giving committee

1.

The minimum value Jesuit High School will accept
for a gift annuity is $5,000.

Jesuit will use the annuity rates published by the
American Council on Gift Annuities as a gulde to
determine the payout rates to donors.

All proposed gift annuities will be reviewed by the
planned giving committee. Upon approval, the De-
velopment Office will share the gift value and annu-
ity commitment with the endowment committee to
assist them in determining investment strategy.

The board of trustees will review for approval any
proposed gift annuity that has a value of $500,000 or
more to be funded with cash or marketable securi-
ties.

The board of trustees will review for approval any
proposed gift annuity to be funded with real estate
or closely held securities.

Intheeventtheboard of trustees cannotbe convened
inatimely manner toreview a potential gift annuity,
the board delegates authority to approve such gifts
to its executive committee.



JESUIT HIGH SCHOOL
CHECKLIST FOR RECEIPT OF CHARITABLE GIFT
ANNUITIES

U Donor offers to transfer assets to Jesuit in exchange
for Jesuit’s commitment to pay an annuity for life.
NOTE: A separate checklist is followed for gifts of
real estate.

Q Development Office prepares an illustration for do-
nor showing annuity amount, payment schedule, tax
consequences, etc. (Generated on planned giving
software)

QO Donor reviews illustration with advisors and makes
necessary changes.

Q Development Office checks with State of Oregon
Insurance Division regarding any variations to stan-
dard gift annuities to make sure Jesuit is in compli-
ance with Oregon Statutes.

Q Jesuit legal counsel reviews proposed gift annuity
document, calculations.

Q Development Office presents proposed annuity for
approval to planned giving committee.

Q Development Office advises Treasurer’s Office of
potential gift annuity.

Q Development Office advises endowment advisory
board and finance committee of potential gift annu-

ity.
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Sample 7: Endowment Fund Investment
Policy

JESUIT HIGH SCHOOL
ENDOWMENT FUND INVESTMENT POLICY

History ,

The Jesuit High School Endowment Fund (the “Endow-
ment”’) was established in 1969 with proceeds from the sale
of property adjacent to the school. The initial deposit into
the Endowment was $100,000, which was originally man-
aged as an investment account through an asset manager.

In 1987, the endowment advisory board (the “advisory
board”) was established as a subcommittee to the Jesuit ,
High School board of trustees. The advisory board deter-
mined that it was appropriate to hire a professional money
manager in order to maximize the return on the Endow-
ment, and proceeded to appoint an investment advisory
firm.

Statement of Objectives

The advisory board seeks the preservation of the assets,
growth of the assets and consistency of investment returns
throughboth currentincome and capital appreciation. The
primary objective for the endowment is to earn a total rate
of return from investment assets which shall exceed the
rate of inflation, as measured by the national Consumer
Price Index, by a range with a minimum of three percent
(3%) and a target of five percent (5%). It is expected that the
target rate shall more frequently be achieved during peri-
ods of low or moderate inflation. The total rate of return
shall be based on a method which utilizes market value for
all marketable investments, such as equity and fixed in-
come securities. The total rate of return shall be calculated
to include dividends and interest accrued or received
during the period, and realized and unrealized gains or
losses.

A significant portion of the investment return shall be
transferred each year to the operating budget of Jesuit
High School, with the remainder reinvested. The rein-
vested portion should be at least equal to the rate of
inflation so that the real value of the endowment is main-
tained and preserved over time. Although this may not be
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immediately achievable due to the significant require-
ments of the school budget, the administration recognizes
the importance of this objective and shall seek to comply at
the earliest possible date.

The endowment shall be broadly diversified, with no
disproportionate or extreme positions that might cause
significant diminution of value given adverse develop-
ments. In allocating funds among investment managers,
the advisory board shall not place more than sixty percent
(60%) of the endowment’s funds with managers investing
in equity securities. The advisory board will periodically
review theasset allocation to deem thatitis appropriate for
the school’s income needs and growth expectations.

Investment Guidelines

The equity portion shall be invested in common stocks
or common stock equivalents under the following guide-
lines:

* The equity securities shall be diversified by industry
and in number so that no one commitment shall
exceed five percent (5%) of the value of the
endowment’s equity assets based on the cost at the
time of acquisition relative to total assets, nor shall
the endowment hold more than five percent (5%) of
the equity securities, or those securities convertible
into equity securities, of an issuer.

* The equity securities shall in general possess value
and quality corroborated by accepted techniques and
standards of fundamental analysis.

* Assets of the equity portion not invested in equity
securities shall be invested in interest-bearing instru-
ments under the guidelines set forth for the fixed
income portion of the endowment.

* Equity securities shall be in companies listed on
national exchanges or over the counter markets, and
shall have an outstanding minimum market capitali-
zation in excess of $100 million.

* Assets of the equity portion may be invested in:

- publicly traded common and preferred stocks;
- stock warrants and rights; convertible bonds; and
- American depository receipts

The investment manager for the fixed income portion

5
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shall engage in “active” bond management. It is antici-
pated that there shall be portfolio turnover as shifts are
madebetween and within sectors, quality and maturity. To
be suitable for investment by the endowment, all publicly
traded fixed income securities mustbe rated atleast “A” by
at least one major credit rating agency. The fixed income
portion of the endowment shall be invested in securities
including;:

* straight corporate and government bonds (there are
no restrictions on purchases of U.S. Government
obligations.);

* asset-backed securltles

¢ convertible debentures (convertible securities must
be traded on the New York Bond Exchange and be |
rated at least “A” by at least one major credit rating
agency and have an outstanding issue size of at least
$100 million.);

¢ cash and cash equivalent securities such as commer-
cial paper and bankers acceptances (Commercial
paper purchases shall be limited to issues which are
rated at least “A-2"” or “P-2” and which have a matu-
rity date not exceeding 180 days.); and

* pooled money market funds.

Performance Objectives and Measurement

Performance measurement shall be based on total rate
of return and shall be monitored over a sufficient time
period to reflect the investment expertise of the investment
manager over one (1) full market cycle, or five (5) years,
whicheverisless. Inaddition to comparing total return, the
advisory board may also evaluate the method by which the
investment manager achieved the return and the extent of
risk to which the endowment has been exposed.

One objective for the endowment is to achieve a total
rate of return equal to a target rate of five percent (5%) over
the rate of inflation. In order to achieve this overall objec-
tive, the relevant range for the equity manager shall be
four-to-eight percent (4-8%) over the rate of inflation,
while the range for the fixed income manager will be two-
to-three percent (2-3%) over the rate of inflation. It is
expected that the target rate shall more frequently be
achieved during periods of low or moderate inflation.

Another objective for the endowment is to earn com-
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petitive rates of return in the equity and fixed income .
portions, as measured against relevant market indices and
peer manager universe performance. The equity portion
performance shall be measured against the S&P 500, while
the fixed income portion performance shall be measured
against the Merrill Lynch Corporate and Government
Master Index. The equity portion and fixed income portion
will also be compared to peer group universes as depicted
by quartile charts, risk/ return scattergrams, and growth of
unit value measurements.

General

The advisory board shall evaluate the investment man-
agers’ performance on a quarterly basis and review en-
dowment investments. All securities transactions shall be
executed at a best price and best execution basis with
recognized brokers/dealers and banks, including any in-
stitution that may be acting in the capacity of an investment
manager and/or custodian. The investment manager may
direct trades to pay for supplemental investment services
and materials received which benefit the endowment di-
rectly or indirectly. The investment managers shall avoid
party-in-interest transactions.

To the extent that any investment includes ownership
rights, such as the voting of proxies, then ownership rights
shall be exercisable by the investment manager with re-
spect to such investment. The power to exercise such
ownership rights has not been reserved by the advisory
board. The investment manager shall keep accurate writ-
ten records as to the exercise of such ownership rights.

The advisory board expects that the investment man-
ager shall recommend changes to the investment policy
guidelines and objectives at any time when it views any
part of the guidelines to be at variance with overall market
and economic conditions. The investment manager’s com-
pliance with these guidelines shall be monitored periodi-
cally; however, the investment manager shall be expected
to continually assess its own compliance.

It is anticipated that this statement of investment policy
shall be a living document, subject to changes and modifi-
cations as are deemed necessary by theadvisory board. All
such changes shall be recommended to the Jesuit High
School board of trustees and approved prior to inclusion in
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this document and implementation with the endowment’s
investment managers.

This statement of investment policy has been recom-
mended by the advisory board to the Jesuit High School
board of trustees.
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